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Gorsey  &  Woll 


Certified  Public  Accountants 


INDEPENDENT  AUDITOR'S  REPORT 


December  18,  1989 


To  the  Board  of  Directors 
Massachusetts  Corporation  for 
Educational  Telecommunications 


We  have  audited  the  accompanying  balance  sheet  of  Massachusetts 
Corporation  for  Educational  Telecommunications,  as  of  June  30,  1989,  and  the 
related  statement  of  support,  revenue  and  expenses  and  changes  in  fund 
balance  and  cash  flows  for  the  year  then  ended.  These  financial  statements 
are  the  responsibility  of  the  company's  management.  Our  responsibility  is  to 
express  an  opinion  on  these  financial  statements  based  on  our  audit.  The 
financial  statements  of  Massachusetts  Corporation  for  Educational 
Telecommunications  as  of  June  30,  1988,  were  audited  by  other  auditors  whose 
report  dated  September  28,  1988,  expressed  an  unqualified  opinion  on  those 
statements . 

We  conducted  our  audit  in  accordance  with  generally  accepted  auditing 
standards.  Those  standards  require  that  we  plan  and  perform  the  audit  to 
obtain  reasonable  assurance  about  whether  the  financial  statements  are  free 
of  material  misstatement.  An  audit  includes  examining,  on  a  test  basis, 
evidence  supporting  the  amounts  and  disclosures  in  the  financial  statements. 
An  audit  also  includes  assessing  the  accounting  principles  used  and 
significant  estimates  made  by  management,  as  well  as  evaluating  the  overall 
financial  statement  presentation.  We  believe  that  our  audit  provides  a 
reasonable  basis  for  our  opinion. 

In  our  opinion,  the  financial  statements  referred  to  above  present 
fairly,  in  all  material  respects,  the  financial  position  of  Massachusetts 
Corporation  for  Educational  Telecommunications  as  of  June  30,  1989,  and  the 
results  of  its  operations  and  its  cash  flows  for  the  year  then  ended  in 
conformity  with  generally  accepted  accounting  principles. 


GORSEY  &  WOLL 


Certified  Public  Accountants 


This  report  contains 
eight  (8)  pages. 
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MASSACHUSETTS  CORPORATION  FOR  EDUCATIONAL  TELECOMMUNICATIONS 
 BALANCE  SHEETS  


June  30. 

ASSETS 

Current  Assets: 

Cash  and  cash  equivalents 
Accounts  receivable 
Interest  receivable 
Prepaid  expense 

Total  Current  Assets 

Property  and  Equipment: 
Computers 

Furniture  and  fixtures 
Machinery  and  equipment 
Total 

Less -Accumulated  depreciation  and 
Net  Property  and  Equipment 

TOTAL  ASSETS 


1989  1988 


$    118,510        $  256,923 

53,085  39,397 

590  1,477 

11.276  23.072 

183,461  320,869 

13,377  12,486 

9,254  9,254 

21.219  20.844 

43,850  42,584 

amortization             26 . 175  18 .456 

17.675  24.128 


$     201,136        $  344,997 


LIABILITIES     and    FUND  BALANCE 

Current  Liabilities: 

Accounts  payable  $      10,558  $  84,671 

Accrued  expenses  23,254  45,386 

Estimated  payroll  taxes  payable  1,310  2,077 

Deferred  restricted  support  16 . 083  22 . 872 

Total  Current  Liabilities  51,205  155,006 

Fund  Balance  149.931  189.991 

TOTAL  LIABILITIES  AND  FUND  BALANCE  $     201,136  $  344,997 


See  accompanying  notes  to  financial  statements. 
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MASSACHUSETTS  CORPORATION  FOR  EDUCATIONAL  TELECOMMUNICATIONS 
 STATEMENTS  OF  CASH  FLOWS  


Years  Ended  June  30. 

Deficiency  of  Revenue  Over  Expenses 

Adjustments  to  Reconcile  Deficiency  of  Revenue  Over 
Expenses  to  Net  Cash  Provided  by  Operations: 
Depreciation 

Changes  in  Operating  Assets  and  Liabilities: 
(Increase)  in  accounts  receivable 
(Increase)  Decrease  in  prepaid  expenses 
(Increase)  in  interest  receivable 
Increase  (Decrease)  in  accounts  payable 
Increase  (Decrease)  in  accrued  expenses 
Increase  (Decrease)  in  payroll  taxes 
Increase  (Decrease)  in  deferred  restricted 
support 

Total  Adjustments 

Net  cash  (used)  by  operations 

Cash  Flows  from  Investing  Activities: 
Acquisition  of  property  and  equipment 

Net  cash  (used)  by  investing  activities 

Net  Decrease  in  Cash  and  Cash  Equivalents 

Cash  and  Cash  Equivalents  at  Beginning  of  Year 


1  QOQ 

iy  oy 

1  QOQ 

iy  oo 

9      ( . UbU ) 

7,719 

7,918 

(13,689) 

(20,392) 

11,796 

(1,641) 

80/ 

1  ,  *Ol 

(74,113) 

66,499 

(22,132) 

14,951 

(767) 

1,071 

(6.789^ 

2.514 

(97.088) 

72.371 

(137.148) 

(329.832) 

(1.265) 

(5.994) 

(1.265) 

(5.994) 

(138,413) 

(335,826) 

256.923 

592.749 

Cash  and  Cash  Equivalents  at  End  of  Year  $    118,510        $  256,923 


See  accompanying  notes  to  financial  statements. 
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MASSACHUSETTS  CORPORATION  FOR  EDUCATIONAL  TELECOMMUNICATIONS 

NOTES  TO  FINANCIAL  STATEMENTS 
 JUNE  30.  1989  


NOTE  1  -  ORGANIZATION: 

The  Massachusetts  Corporation  for  Educational  Telecommunications 
(MCET)  was  formed  in  December  1982,  by  the  state  legislature,  under 
the  Acts  of  1982.  MCET's  purpose  is  to  establish  a  telecommunications 
network  which  will  offer  an  educational  telecommunications  network  to 
the  Commonwealth  of  Massachusetts  public  and  private  sector.  MCET  is 
supported  through  grants  from  federal  and  state  governments, 
contributions,  grants,  gifts  and  bequests  from  the  private  sector. 

NOTE  2  -  SUMMARY  OF  SIGNIFICANT  ACCOUNTING  POLICIES: 

FUND  ACCOUNTING: 

To  ensure  observance  of  limitations  and  restrictions  placed  on 
available  resources,  the  accounts  are  maintained  in  accordance  with 
the  principles  of  fund  accounting.  Those  funds  restricted  as  to 
purpose  and  use  are  accounted  for  separately  from  unrestricted  funds. 
The  resources  of  donor  restricted  funds  are  classified  for  accounting 
purposes  in  accordance  to  the  directions  issued  by  the  governing 
board.  Donor  restricted  funds  are  deemed  to  be  earned  and  reported  as 
revenues  when  MCET  has  incurred  expenditures  in  compliance  with  the 
specific  restrictions.  Such  amounts  received  but  not  yet  expended  are 
reported  as  restricted  deferred  revenue. 

PROPERTY  AND  EQUIPMENT: 

Property    and    equipment    are    stated    at    cost,  or    in  instances  of 

donation,     at    fair    market    value.        Depreciation  is  provided  on  the 

straight- line  method  over  the  estimated  useful  life  of  the  assets. 

INCOME  TAXES: 

MCET,  as  an  instrumentality  of  the  Commonwealth,  is  exempt  from 
federal  and  state  income  taxes. 

REVENUE  RECOGNITION: 

Support  and  revenue  in  the  form  of  grants  and  donations  are  recorded 
when  use  of  the  cash  or  other  donated  assets  is  available  to  MCET. 

DONATED  SERVICES: 

Income  and  expenses  related  to  donated  services  are  recorded  on  the 
financial  statements  when  the  donated  services  would  have  been 
provided  by  an  employee  and  a  fair  value  on  the  donated  services  could 
be  ascertained.  No  income  or  expense  related  to  donated  services  has 
been  recorded  in  the  accompanying  financial  statements. 
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MASSACHUSETTS  CORPORATION  FOR  EDUCATIONAL  TELECOMMUNICATIONS 

NOTES  TO  FINANCIAL  STATEMENTS 
 JUNE  30.  1989  


NOTE  2  -  SUMMARY  OF  SIGNIFICANT  ACCOUNTING  POLICIES  (Continued) : 

In  accordance  with  Statement  of  Financial  Accounting  Standards  No. 
95  (SFAS  95),  issued  November  1987,  a  Statement  of  Cash  Flows  has  been 
presented  in  place  of  a  Statement  of  Changes  in  Financial  Position  for 
the  years  ended  June  30,  1989  and  1988. 

NOTE  3  -  SIMPLIFIED  EMPLOYEE  PENSION  PLAN: 

MCET  has  a  simplified  employee  pension  plan.  The  plan  provides  a 
contribution  equal  to  10%  of  each  permanent  employees  annual  salary 
who  is  at  least  20  years  of  age.  The  contribution  is  made  on  a 
quarterly  basis  to  a  SEP/IRA  of  the  employee's  choice.  Pension 
expense  for  the  years  ended  June  30,  1989  and  1988  was  $29,156  and 
$27,386  respectively. 

NOTE  4  -  OPERATING  LEASES: 

MCET's  future  minimum  rental  commitments  under  operating  lease 
agreements  for  offices  and  equipment  as  of  June  30,  1989  are  as 
follows : 


1990  $  48,989 

1991  $  1,760 

1992  $  xx 

1993  $  xx 

1994  $  xx 


NOTE  5  -  RESTRICTED  GRANTS: 

MCET  received  a  $1,250,000  grant  from  a  local  university.  The 
purpose  of  the  grant  is  to  engage  the  services  of  a  consultant  in  an 
effort  to  secure  federal  support  for  the  development  of  the 
telecommunications  network  and  its  needed  supporting  facilities. 
Consulting  expenses  charged  to  the  grant  were  $7,881  and  $332,543  in 
1989  and  1988  respectively.     The  grant  is  completely  funded. 

NOTE  6  -  DEFERRED  RESTRICTED  GRANTS: 

Changes  in  deferred  restricted  grants  in  the  donor  restricted  fund 
at  June  30,  1989  are  presented  below: 


Balance,  beginning  of  year  $  22,872 
Additions : 

Grants  xx 

Investment  income   1 . 092 


23.964 

7.881 
$  16,083 


Deductions : 

Funds  expended  during  the  year 

Balance ,  end  of  year 
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Gorsey  &  Woll 

Certified  Public  Accountants 


INDEPENDENT  AUDITOR'S  REPORT  ON  SUPPLEMENTARY  INFORMATION 


December  18,  1989 


To  the  Board  of  Directors 
Massachusetts  Corporation  for 
Educational  Telecommunications 

Our  report  on  our  audit  of  the  basic  financial  statements  of 
Massachusetts  Corporation  for  Educational  Telecommunications  for  the  year 
ended  June  30,  1989  appears  on  page  1.  As  stated  in  our  report  the  financial 
statements  as  of  June  30,  1988  were  not  audited  by  us.  Our  audit  was  made 
for  the  purpose  of  forming  an  opinion  on  the  basic  financial  statements  taken 
as  a  whole.  The  schedules  of  general  and  administrative  and  operating  costs 
are  presented  for  purposes  of  additional  analysis  and  are  not  a  required  part 
of  the  basic  financial  statements.  Such  information  has  not  been  subjected 
to  the  auditing  procedures  applied  in  the  audit  of  the  basic  financial 
statements  and,  accordingly,  we  express  no  opinion  on  it. 


GORSEY  &  WOLL 


Certified  Public  Accountants 
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MASSACHUSETTS  CORPORATION  FOR  EDUCATIONAL  TELECOMMUNICATIONS 
SCHEDULES  OF  GENERAL  AND  ADMINISTRATIVE  AND  OPERATING  COSTS 


(Restated) 

Years  Ended  June  30.  1989  1988 


General  and  Administrative: 


Accounting 

$  5,000 

$  15,470 

Clerical 

1,365 

22,924 

Consulting 

8,329 

25,379 

Depreciation 

7,719 

7,918 

Electric 

2,697 

3,265 

Equipment  leasing 

5,603 

6,122 

Insurance  -  group 

21,506 

15,835 

Insurance  -  life 

2,242 

1,918 

Insurance  -  other 

7,638 

31,251 

Legal  fees 

25,296 

27,982 

Marketing 

5,450 

XX 

nee  tings 

sen 

JUJ 

C+D 

Miscellaneous 

5,241 

26,069 

Office  supplies 

1,555 

6,123 

Payroll  taxes 

2,897 

1,071 

Penalties 

212 

678 

Pension 

29,156 

27,386 

Periodicals  and  books 

1,359 

1,689 

Pilot  programs 

65,814 

209,032 

Postage  and  printing 

7,284 

17,732 

Rent 

62,343 

57,318 

Repairs  and  maintenance 

744 

127 

Salaries  and  wages 

272,369 

274,706 

Star  school  program 

57,731 

204,358 

Telephone 

11,561 

18,721 

Travel  and  entertainment 

3.887 

10.165 

Total 

$  615,501 

$1,013,885 

Operating  Costs: 

MCET  Development  Trust  Fund  Consulting  $        7,881        $  332,543 
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